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Social Security Administration § 404.1256 

§ 404.1251 Final reports—for wages 
paid prior to 1987. 

If a political subdivision is legally 
dissolved, the State shall file a final re-
port on that entity. The report shall 
include each coverage group whose ex-
istence ceases with that of the entity. 
It shall: 

(a) Be marked ‘‘final report’’; 
(b) Cover the period during which 

final payment of wages subject to the 
agreement is made; and 

(c) Indicate the last date wages were 
paid. 
With the final report, the State shall 
submit a statement showing the title 
and business address of the State offi-
cial responsible for keeping the State’s 
records and of each State and local of-
ficial responsible for keeping the 
records for each coverage group whose 
existence is ended. The State shall also 
identify, as prescribed by SSA, each po-
litical subdivision by its assigned num-
ber and, where applicable, any coverage 
group or payroll record unit number 
assigned. 

(Approved by the Office of Management and 
Budget under control number 0960–0425) 

[53 FR 32976, Aug. 29, 1988, as amended at 66 
FR 28836, May 25, 2001] 

WHAT IS A STATE’S LIABILITY FOR CON-
TRIBUTIONS—FOR WAGES PAID PRIOR 
TO 1987 

§ 404.1255 State’s liability for contribu-
tions—for wages paid prior to 1987. 

A State’s liability for contributions 
equals the sum of the taxes which 
would be imposed by sections 3101 and 
3111 of the Internal Revenue Code of 
1954, if the services of the employees 
covered by the State’s agreement were 
employment as defined in section 3121 
of the Code. The State’s liability be-
gins when those covered services are 
performed, for which wages are actu-
ally or constructively paid to those in-
dividuals, including wages paid in a 
form other than cash (see § 404.1041(d)). 
If an agreement is effective retro-
actively, the State’s liability for con-
tributions on wages paid during the 
retroactive period begins with the date 
of execution of the agreement or appli-
cable modification. Where coverage of 
a coverage group has been terminated, 

the State is liable for contributions on 
wages paid for covered services even if 
the wages are paid after the effective 
date of termination of coverage. 

§ 404.1256 Limitation on State’s liabil-
ity for contributions for multiple 
employment situations—for wages 
paid prior to 1987. 

(a) Limitation due to multiple employ-
ment. Where an individual in any cal-
endar year performs covered services as 
an employee of a State and as an em-
ployee of one or more political subdivi-
sions of the State, or as an employee of 
more than one political subdivision; 
and the State provides all the funds for 
payment of the amounts which are 
equivalent to the taxes imposed on the 
employer under FICA on that individ-
ual’s remuneration for those services; 
and no political subdivision reimburses 
the State for paying those amounts; 
the State’s agreement or modification 
of an agreement may provide that the 
State’s liability for the contributions 
on that individual’s remuneration shall 
be computed as though the individual 
had performed services in employment 
for only one political subdivision. The 
State may then total the individual’s 
covered wages from all these govern-
mental employers and compute the 
contributions based on that total sub-
ject to the wage limitations in 
§ 404.1047. 

(b) Identification of employees in mul-
tiple employment. An agreement or 
modification of an agreement pro-
viding for the computation of contribu-
tions as described in paragraph (a) of 
this section shall identify the class or 
classes of employees to whose wages 
this method of computing contribu-
tions applies. For example, the State 
may provide that such computation 
shall apply to the wages paid to all in-
dividuals for services performed in po-
sitions covered by a particular retire-
ment system, or to the wages paid to 
all individuals who are members of any 
two or more coverage groups des-
ignated in an agreement or modifica-
tion. The State shall promptly notify 
SSA if the conditions in paragraph (a) 
of this section are no longer met by 
any class or classes of employees iden-
tified in an agreement or modification. 
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In its notification, the State shall iden-
tify each class of employees and the 
date on which the conditions ceased to 
be met. 

(c) Effective date. In the agreement or 
modification, the State shall provide 
that the computation of contributions 
shall apply to wages paid after the ef-
fective date stated in the agreement or 
modification. That date may be the 
last day of any calendar year; however, 
it may be no earlier than January 1 of 
the year in which the agreement or 
modification is submitted to SSA. 

FIGURING THE AMOUNT OF THE STATE’S 
CONTRIBUTIONS—FOR WAGES PAID 
PRIOR TO 1987 

§ 404.1260 Amount of contributions— 
for wages paid prior to 1987. 

The State’s contributions are equal 
to the product of the applicable con-
tribution rate (which is equivalent to 
both the tax rates imposed under sec-
tions 3101 and 3111 of the Internal Rev-
enue Code) times the amount of wages 
actually or constructively paid for cov-
ered services each year (subject to the 
wage limitations in § 404.1047) to the 
employee. 

§ 404.1262 Manner of payment of con-
tributions by State—for wages paid 
prior to 1987. 

When paying its contributions, the 
State shall deposit its payment at the 
specific Federal Reserve bank or 
branch designated by SSA. 

§ 404.1263 When fractional part of a 
cent may be disregarded—for wages 
paid prior to 1987. 

In paying contributions to a Federal 
Reserve bank or branch, a State may 
disregard a fractional part of a cent un-
less it amounts to one-half cent or 
more, in which case it shall be in-
creased to one cent. Fractional parts of 
a cent shall be used in computing the 
total of contributions. 

IF A STATE FAILS TO MAKE TIMELY 
PAYMENTS—FOR WAGES PAID PRIOR 
TO 1987 

§ 404.1265 Addition of interest to con-
tributions—for wages paid prior to 
1987. 

(a) Contributions not paid timely. If a 
State fails to pay its contributions to 
the appropriate Federal Reserve bank 
or branch (see § 404.1262), when due 
under § 404.1249(a), we add interest on 
the unpaid amount of the contributions 
beginning with the date the payment 
was due, except as described in para-
graphs (b) and (c) of this section. Inter-
est, if charged, begins with the due 
date even if it is a weekend, legal holi-
day or Federal nonwork day. Interest 
is added at the rate prescribed in sec-
tion 218(j) of the Act as it read prior to 
the enactment of Pub. L. 99–509. 

(b) Method of making adjustment. (1) If 
a State shall file a contribution return 
and shall accompany such return with 
payment of contributions due and pay-
able as reported on such return in ac-
cordance with § 404.1249 but the amount 
of the contributions reported and paid 
is less than the correct amount of con-
tributions due and payable and the un-
derpayment of contributions is attrib-
utable to an error in computing the 
contributions (other than an error in 
applying the rate of contributions in 
effect at the time the wages were paid), 
the State shall adjust the under-
payment by reporting the additional 
amount due by reason of such under-
payment either as an adjustment of 
total contributions due with the first 
wage report filed after notification of 
the underpayment by the Social Secu-
rity Administration, or as a single ad-
justment of total contributions due 
with any contribution return filed 
prior to the filing of such wage report. 

(2) If an underpayment of contribu-
tions is due to an underreporting of or 
a failure to report one or more employ-
ees: 

(i) Where the underreporting or fail-
ure to report has been ascertained by 
the State, the State may cause an ad-
justment by filing a report within 30 
days after ascertainment of the error 
by the State; 

(ii) Where the underreporting or fail-
ure to report has been ascertained by 
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